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USDOC FOR BEWT/TDAD AND BEWT/USSR 

1. HERMAN CORPORTATION OF ZELIENOPLE, PENNSYLVANIA SIGNED 9.6 
MILLION DOLLAR CONTRACT NOVEMBER 3 WITH SOVIET FTO METALLURG- 
IMPORT FOR FOUNDRY EQUIPMENT TO BE INSTALLED AT AS YET UNIDENT- 
IFIED SOVIET PLANT WHICH PRODUCES MINING DRILLS. THIS CONTRACT 
IS SECOND MAJOR SALE IN USSR FOR HERMAN, WHICH PREVIOUSLY 
LANDED 35 MILLION DOLLAR ORDER FOR FOUNDRY EQUIPMENT TO BE 
INSTALLED AT CHEBOKSARY TRACTOR WORKS. 

2. IN DISCUSSIONS WITH COMMATT AND OTHER MEMBERS OF USCOMMOFF 
STAFF DURING PERIOD LEADING UP TO SIGNING, HERMAN CORP. PRESIDENT 
ROBERT KAVENY AND HERMAN S USSR AGENT, JULIAN HOFFMAN OF INDUSTRIAL 
MACHINERY CORP., REVEALED EXTENT TO WHICH FOREIGN CURRENCY PINCH 
HAS HIT METALLURGIMPORT, AND PRESUMABLY OTHER FOREIGN TRADE ORGAN- 
IZATIONS. AFTER HAVING REACHED AGREEMENT ON PRICE OF 9.4 MILLION 
DOLLARS AND AGREED ON ALL TECHNICAL ASPECTS, METALLURGIMPORT 
IMPORT OFFICIALS LEARNED, APPARENTLY TO THEIR SURPRISE, THAT FUNDS 
WHICH HAD PREVIOUSLY BEEN ALOCATED TO FTO HAD BEEN RECLAIMED BY 
BANK OF FOREIGN TRADE ON GOSPLAN'S INSTRUCTIONS. METALLURGIMPORT 
ASKED FOR CONTRACT WITH NO DOWN PAYMENT AND NO PAYMENTS UNTIL 
1977. KAVENY AND HOFFMAN REPORTED THAT THEY RESISTED THESE TERMS 
BUT EVENTUALLY GAVE IN WHEN METALLURGIMPORT AGREED TO RAISE VALUE 
OF CONTRACT BY 200,000 DOLLARS PARTIALLY TO COVER HERMAN'S 
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DID NOT DIRECTLY LINK THEIR STRAITENED CIRCUMSTANCES TO GRAIN 
PURCHASES, KAVENY AND HOFFMAN WERE LED TO UNDERSTAND THAT THIS WAS 
THE CAUSE. METALLURGIMPORT OFFICIALS PREDICTED THAT IN ANOTHER 
MONTH THEIR HARD-CURRENCY SITUATION WOULD BE EVEN LESS FAVORABLE. 

3. COMMENT: THIS IS FIRST INSTANCE WHICH HAS COME TO COMMERCIAL 
OFFICE’S ATTENTION IN WHICH SOVIET FTO HAS ADMITTED THAT IT WAS 
COMPLETELY OUT OF MONEY FOR TIME BEING. HOFFMAN ADVISED THAT 
MASHINOIMPORT, ANOTHER FTO WITH WHICH HE HAS SUBSTANTIAL DEALINGS 
IS IN ESSENTIALLY SAME SITUATION WITH EXCEPTION OF PURCHASES FOR 
ORENBURG PIPELINE PROJECT. IN THIS CONNECTION, UPCOMING EXHIBI- 
TIONS "PHYSICS-75'' AND "GEOLOGICAL RESEARCH-75", WHERE SOVIETS 
HAD BEEN EXPECTED TO MAKE VERY SUBSTANTIAL PURCHASES, WILL PROVIDE 
OPPORTUNITY TO JUDGE WHETHER EXTENSIVE CUT-BACKS HAVE IN FACT BEEN 
MADE. 
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